ALABAMA STATE BOARD OF PUBLIC ACCOUNTANCY

NOTICE OF INTENDED ACTION

AGENCY NAME: The Alabama State Board of Public Accountancy

RULE NO. & TITLE: Section 30-X-6-.04: Responsibilities To Clients

INTENDED ACTION: The Alabama State Board of Public Accountancy intends to amend Rule
30-X-6-.04.

SUBSTANCE OF PROPOSED ACTION: Rule will be amended to establish requirements for
licensees to follow when selling, transferring, or discontinuing their practice and provides
guidance regarding the proper disposal of client records.

TIME, PLACE, MANNER OF PRESENTING VIEWS: Interested persons may present their
views in writing to the Executive Director of the Alabama State Board of Public Accountancy at
any time until and including September 16, 2022 following the 29 day of July 2022, or, if
requested in advance, by personally appearing at the Alabama State Board of Public
Accountancy Board Meeting to be held at the Broadway Event Space & Theater in Horton-
Hardgrave Hall at Auburn University, 425 West Magnolia Ave, Auburn University, Alabama,
36849, at 10:00 a.m., September 26, 2022.

FINAL DATE FOR COMMENT AND COMPLETION OF NOTICE: September 26, 2022

CONTACT PERSON AT AGENCY: & ﬁ ! ﬂ 5 é
4 v

D. Boyd Busby, CPA

Executive Director

Alabama State Board of Public Accountancy
PO Box 300375

Montgomery, AL 36130-0375

Phone: 334-242-5700
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Revised 4/2018
TRANSMITTAL SHEET FOR
NOTICE OF INTENDED ACTION
Control 30 Department or Agency Alabama State Board of Public Accountancy

Rule No. 30-X-6-.04

Rule Title: _Responsibilities To Clients

New X Amend Repeal Adopt by
Reference
Would the absence of the proposed rule significantly No

harm or endanger the public health, welfare, or safety?

Is there a reasonable relationship between the state’s
police power and the protection of the public health, Yes
safety, or welfare?

Is there another, less restrictive method of regulation
available that could adequately protect the public?

Does the proposed rule have the effect of directly or
indirectly increasing the costs of any goods or services No
involved and, if so, to what degree?

Is the increase in cost, if any, more harmful to the public
than the harm that might result from the absence of the No
proposed rule?

Are all facets of the rulemaking process designed solely
for the purpose of, and so they have, as their primary Yes
effect, the protection of the public?

Does the proposed action relate to or affect in any manner
any litigation which the agency is a party to concerning No
the subject matter of the proposed rule?
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Does the proposed rule have an economic impact? No

If the proposed rule has an economic impact, the proposed rule is required to be accompanied by a fiscal note
prepared in accordance with subsection (f) of Section 41-22-23, Code of Alabama 1975.
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Certification of Authorized Official

I certify that the attached proposed rule has been proposed in full compliance with the requirements of Chapter
22, Title 41, Code of Alabama 1975, and that it conforms to all applicable filing requirements of the
Administrative Procedure Division of the Legislative Services

Signature of certifying officer (Q AW

D. Boyd BusBy, CPA, Executive Dlirector
Date  July 18, 2022

(DATE FILED)
(STAMP)
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Accountancy Chapter 30-X-6

ALABAMA STATE BOARD OF PUBLIC ACCOUNTANCY
ADMINISTRATIVE CODE

CHAPTER 30-X-6
RULES OF PROFESSIONAL CONDUCT

TABLE OF CONTENTS
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30-X-6-.02 Independence, Integrity And Objectivity
30-X-6-.03 Competence And Technical Standards
30-X-6-.04 Responsibilities To Clients
30-X-6-.05 Other Responsibilities And Practices
30-X-6-.01 Applicability.

(1) All holders of CPA certificates issued by the

Alabama State Board of Public Accountancy and all public
accountants registered under provisions of the Public Accountancy
Act who are engaged in the practice of public accounting shall
observe and comply with all of the following rules of
professional conduct adopted by the Board. Certificate holders
and registered Public Accountants not engaged in the practice of
public accounting must observe only Rules 30-X-6-.01(4),
30-X-6-.05(1) and 30-X-6-.05(2), since all other rules of conduct
relate solely to the practice of public accounting. Failure to
observe and comply with the applicable rules will subject any
Certified Public Accountant or Registered Public Accountant to
disciplinary action authorized by Section 34-1-12, Code of Ala.
1975, of the Public Accountancy Act of 1973.

(2) The rules of professional conduct which follow
apply to all services performed in the practice of public
accountancy including tax and management advisory services except
(a) where the wording of the rule indicates otherwise and (b)
that a registrant who is practicing outside the United States
will not be subject to discipline for departing from any of the
rules stated herein so long as his conduct is in accord with the
rules of the organized accounting profession in the country in
which he is practicing. However, where a registrant's name 1is
associated with financial statements in such a manner as to imply
that he is acting as an independent public accountant and under
circumstances that would entitle the reader to assume that United
States practices were followed, he must comply with Rules
30-X-6-.03(2) and 30-X-6-.03(3) .
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Chapter 30-X-6 Accountancy

(3) A registrant may be held responsible for
compliance with the rules of professional conduct by all persons
associated with him in the practice of public accounting who are
either under his supervision or are his partners or shareholders
in the practice.

(4) A Certified Public Accountant or Public Accountant
shall not permit others to carry out on his behalf, either with
or without compensation, acts which, if carried out by the
Certified Public Accountant or Public Accountant would place him
in violation of the rules of professional conduct.

Author: Alabama Board of Public Accountancy

Statutory Authority: Code of Ala. 1975, §§34-1-1, et seq.
History: Filed September 3, 1982. Amended: Filed
January 22, 2018; effective March 8, 2018.

30-X-6-.02 Independence, Integrity And Objectivity.

(1) Independence. A registrant or a firm of which he
is a partner or shareholder shall not express an opinion on
financial statements of an enterprise unless he and his firm are
independent with respect to such enterprise. Independence will
be considered to be impaired if, for example:

(a) During the period of his professional engagement,
or at the time of expressing his opinion, he or his firm

1. had or was committed to acquire any direct or
material indirect financial interest in the enterprise; or

2. was a trustee of any trust or executor or
administrator of any estate if such trust or estate had or was
committed to acquire any direct or material indirect financial
interest in the enterprise; or

3. had any joint closely held business investment
with the enterprise or any officer, director, or principal
stockholder thereof which was material in relation to his or his
firm's net worth; or

4., had any loan to or from the enterprise or any
officer, director or principal stockholder thereof. This latter
proscription does not apply to the following loans from a
financial institution when made under normal lending procedures,
terms and requirements:
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Accountancy Chapter 30-X-6

(1) Loans obtained by him or his firm which are not
material in relation to the new worth of such borrower.

(ii) Home mortgages.

(iidi) Other secured loans, except loans guaranteed by
his firm which are otherwise unsecured.

(b) During the period covered by the financial
statements, during the period of the professional engagement, or
at the time of expressing an opinion, he or his firm

1. was connected with the enterprise as a promoter,
underwriter, or voting trustee, a director or officer or in any
capacity equivalent to that of a member of management or of an
employee; or

2. was a trustee for any pension or profit-sharing
trust of the enterprise.

(c) The above examples are not intended to be
all-inclusive.

(2) Integrity and Objectivity. A Certified Public
Accountant or Public Accountant shall not knowingly misrepresent
facts, and when engaged in the practice of public accounting,
including the rendering of tax and management advisory services,
shall not subordinate his judgment to others. In tax practice,
he may resolve doubt in favor of his client as long as there is
reasonable support for his position.

Author: Alabama Board of Public Accountancy
Statutory Authority: Code of Ala. 1975, §§34-1-1, et seq.
History: Filed September 3, 1982.

30-X-6-.03 Competence And Technical Standards.

(1) General Standards. A registrant shall comply with
the following general standards as interpreted by bodies
designated by Council of the American Institute of Certified
Public Accountants and must justify any departures therefrom.

(a) Professional Competence. He shall undertake only
those engagements which he or his firm can reasonably expect to
complete with professional competence.

(b) Due Professional Care. He shall exercise due
professional care in the performance of an engagement.
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Chapter 30-X-6 Accountancy

(c) Planning and Supervision. He shall adequately
plan and supervise an engagement.

(d) Sufficient Relevant Data. He shall obtain
sufficient relevant data to afford a reasonable basis for
conclusions or recommendations in relation to an engagement.

(e) Forecasts. He shall not permit his name to be
used in conjunction with any forecast of future transactions in a
manner which may lead to the belief that he vouches for the
achievability of the forecast.

(2) Auditing Standards. A registrant shall not permit
his name to be associated with financial statements in such a
manner as to imply that he is acting as an independent public
accountant unless he has complied with the applicable generally
accepted auditing standards promulgated by the American Institute
of Certified Public Accountants. Statements on auditing
standards issued by the Institute's Auditing Standards Executive
Committee are, for the purposes of this rule, considered to be
interpretations of the generally accepted auditing standards, and
departures from such statements must be justified by those who do
not follow them.

(3) Accounting Principles. A registrant shall not
express an opinion that financial statements are presented in
conformity with generally accepted accounting principles if such
statements contain any departure from an accounting principle
promulgated by the body designated by Council of the American
Institute of Certified Public Accountants to establish such
principles which has a material effect of the statements taken as
a whole, unless he can demonstrate that due to unusual
circumstances the financial statements would otherwise have been
misleading. In such cases his report must describe the
departure, the approximate effects thereof, if practicable, and
the reasons why compliance with the principle would result in a
misleading statement.

(4) Other Technical Standards. A registrant shall comply
with other technical standards promulgated by bodies
designated by Council of the American Institute of Certified
Public Accountants to establish such standards, and departures
therefrom must be justified by those who do not follow them.
Author: Alabama Board of Public Accountancy
Statutory Authority: Code of Ala. 1975, §§34-1-1, et seq.
History: Filed September 3, 1982.
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30-X-6-.04 Responsibilities To Clients.

(1) Confidential Client Information. A registrant
shall not disclose any confidential information obtained in the
course of a professional engagement except with the consent of
the client.

(a) This rule shall not be construed

1. to relieve registrant of his obligation under
Rules 30-X-6-.03(2) and 30-X-6-.03(3),

2. to affect in any way his compliance with a validly
issued subpoena or summons enforceable by order of a court,

3. to prohibit review of a practitioner's
professional practices as a part of voluntary quality review, or,

4. to preclude him from responding to any ingquiry
made by the ethics division or Trial Board of the American
Institute of CPAs, by a duly constituted investigative or
disciplinary body of a State CPA Society or PA Association, or
under State statutes.

(2) Contingent Fees. A member in public practice
shall not
(a) Perform for a contingent fee any professional

services for, or receive such a fee from a client for whom the
member or the member's firm performs,

1. an audit or review of a financial statement' or

2. a compilation of a financial statement when the
member expects, or reasonably might expect, that a third party
will use the financial statement and the member's compilation
report does not disclose a lack of independence; or

3. an examination of prospective financial
information; or

(b) Prepare an original or amended tax return or claim
for a tax refund for a contingent fee for any client.

(c) The prohibition in (1) above applies during the
period in which the member or the member's firm is engaged to
perform any of the services listed above and the period covered
by any historical financial statements involved in any such
listed services.
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Chapter 30-X-6 Accountancy

(d) Except as stated in the next sentence, a
contingent fee is a fee established for the performance of any
service pursuant to an arrangement in which no fee will be
charged unless a specified finding or result is attained, or in
which the amount of the fee is otherwise dependent upon the
finding or result of such service. Solely for purposes of this
rule, fees are not regarded as being contingent if fixed by
courts or other public authorities, or, in tax matters, if
determined based on the results of judicial proceedings or the
findings of governmental agencies.

(e) A member's fees may vary depending, for example,
on the complexity of services rendered.

(3) Sale or Transfer of Licensee’s Practice. A
licensee that sells or transfers all or part of the licensee’s
practice to a successor firm or individual and will no longer
retain any ownership in the practice shall comply with all of
the following:

(a) send a written notice regarding the sale of transfer
of the practice via first class mail to the last known address
of each client that may be subject to the sale or transfer. The
notice shall contain, at a minimum, the following: a request
for the client’s consent to transfer that client’s files or
records to the successor firm or individual and a notice that
the client’s consent will be presumed if it does not notify the
licensee that it objects within 90 days from the date of the
written notice. The licensee may not transfer any client files
or records to the successor firm or individual until either the
client’s consent is obtained, or the time indicated in the
licensee’s written notice has lapsed without any objection from
the client, whichever is shorter. The licensee is required to
retain a copy of the written notice and any document reflecting
the client’s consent or objection to the transfer. The written
notice and any document reflecting the client’s consent or
objection to the transfer of the client’s files shall be
retained for not less than five years from the sale or transfer
of the licensee’s practice.

(b) if the client objects to the transfer of their files
or records to the successor firm or individual, the licensee
shall return the files or records in a reasonable period of
time or as agreed upon with the client; and

(c) with respect to files or records not subject to the
sale or transfer, a licensee shall return the client’s files or
records in a reasonable period of time or as agreed upon with
the client.
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Chapter 30-X-6 Accountancy

(d) If the licensee is unable to contact a client, that
client’s files or records, if not transferred or returned, shall
be retained by the licensee for a period of not less than five
years from the date of sale or transfer of the licensee’s
practice. After the five-year retention period required by this
section, the licensee shall dispose of or arrange for the
disposal of client records that are no longer to be retained by
the licensee by shredding, erasing, or otherwise modifying the
personal information in those records to make it unreadable or
undecipherable through any means.

(4) Discontinuance of Licensee’s Practice.

(a) In the case of a discontinuance of a licensee’s
practice without a sale or transfer of the practice to a
successor firm or individual, a licensee shall send a written
notice via first class mail regarding the discontinuance of the
practice to the last known address of each client. The licensee
shall also return the client’s files or records in a reasonable
period of time, or as agreed upon with the client.

(b) If the licensee is unable to contact a client, that
client’s files or records shall be retained for a period of not
less than five years from the date the licensee’s practice
discontinues. After the five-year retention period required by
this Section, the licensee shall dispose of or arrange for the
disposal of client records that are no longer to be retained by
the licensee by shredding, erasing, or otherwise modifying the
personal information in those records to make it unreadable or
undecipherable through any means.

Author: Alabama Board of Public Accountancy

Statutory Authority: Code of Ala. 1975, §§34-1-1, et seq.
History: Filed September 3, 1982. Amended: Filed

March 21, 1994; effective April 25, 1994. Amended:

Filed July 18, 2022

30-X-6-.05 Other Responsibilities And Practices.

(1) Conduct in General. A Certified Public Accountant
or Public Accountant shall conduct himself in a manner which will
contribute to the honor and dignity of the State and the
profession and shall not at any time commit an act or engage in
any conduct discreditable to the public accounting profession.

(2) Disbarment by Treasury, Agencies, or Boards. A
Certified Public Accountant or a Public Accountant shall conduct
himself in a manner which will not cause him to be suspended or
disbarred from practice before the Treasury Department or other
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Chapter 30-X-6 Accountancy
federal agency, or have his CPA certificate issued by any other
state or territory revoked or suspended. Such disbarment,
revocation or suspension shall automatically raise the question
of unprofessional conduct.

(3) Advertising and Other Forms of Solicitation. A
registrant shall not seek to obtain clients by advertising or
other forms of solicitation in a manner that is false,
misleading, or deceptive.

(4) Commissions.

(a) Prohibited Commissions. A member in public
practice shall not for a commission recommend or refer to a
client any product or service, or for a commission recommend or
refer any product or service to be supplied by a client, or
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receive a commission, when the member or the member's firm also
performs for that client

1. an audit or review of a financial statement; or

2. a compilation of a financial statement when the
member expects, or reasonably might expect, that a third party
will use the financial statement and that member's compilation
report does not disclose a lack of independence; or

3. an examination of prospective financial
information.

This prohibition applies during the period in which the
member is engaged to perform any of the services listed above the
period covered by any historical financial statements involved in
such listed services.

(b) Disclosure of Permitted Commissions. A member in
public practice who is not prohibited by this rule from
performing services for or receiving a commission and who is paid
or expects to be paid a commission shall disclose that fact to
any person or entity to whom the member recommends or refers a
product or service to which the commission relates.

(c) Referral Fees. Any member who accepts a referral
fee for recommending or referring any service of a CPA to any
person or entity or who pays a referral fee to obtain a client
shall disclose such acceptance or payment to the client.

(5) Incompatible Occupations. A person who is engaged
in the practice of public accounting shall not concurrently
engage in any business or occupation which would create a
conflict of interest in rendering professional services.

(6) Form of Practice and Name. A registrant may
practice public accounting, whether as an owner or employee, only
in the form of a sole proprietorship, a partnership, a
professional association, professional corporation, limited
liability company, limited liability partnership, or any other
form of business entity now or hereafter recognized by Alabama
law. All firms regardless of their business form shall be duly
registered with the Board. A registrant shall not practice
public accounting under a firm name which is misleading or is
misleading as to the type of organization (proprietorship,
partnership, or corporation). However, names of one or more past
partners or shareholders may be included in the firm name of a
successor business entity recognized by Alabama law.
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(7) Professional Corporations. Professional
corporations practicing public accounting in Alabama, in addition
to matters covered by other rules of the Board, shall comply with
the following:

(a) All shares of stock shall be owned by Certified
Public Accountants if practicing as Certified Public Accountants,
or by Certified Public Accountants or Public Accountants if
practicing as Public Accountants.

(b) Members of the Board of Directors need not be
shareholders of the professional corporation or professional
association, provided, however, that at least one member of the
Board shall be duly licensed to practice public accountancy
either as a Certified Public Accountant or Public Accountant in
the State of Alabama, and provided further that no member of the
Board who is not duly licensed to practice as a Certified Public
Accountant or Public Accountant in the State of Alabama shall
participate in any decisions affecting the technical aspects of
public accountancy.

(c) The chief executive officer shall be a Certified
Public Accountant or Public Accountant.

(d) Revocation or suspension of the CPA certificate or
permit held by the chief executive office shall also affect a
corresponding revocation or suspension of the right to practice
public accounting by the professional corporation, unless the
Board specifically grants a continuance of such right to
practice.

(8) Each office established or maintained in this State by
a certified public accountancy ("Practice unit") shall comply
with the annual registration, reporting, and response
requirements of Code of Ala. 1975, §34-1-10, and Chapter 30-X-8.
Author: Alabama Board of Public Accountancy
Statutory Authority: Code of Ala. 1975, §34-1-3.
History: Filed September 3, 1982. Amended: Filed July 9, 1987.
Amended: Filed March 21, 1994; effective April 25, 1994.
Amended: Filed May 14, 1996; effective June 18, 1996. Amended:
Filed September 30, 1999; effective November 4, 1999. Amended:
Filed January 22, 2018; effective March 8, 2018.
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